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AND SUBSIDIARY COMPANIES 


ANNUAL REPORT 
OF THE DIRECTORS 


March 18, 1975 
To the Shareholders: 


We submit herewith the 1974 Annual 
Report, together with the Consolidated 
Statements for that year and the report 
of your auditors. 


Consolidated sales for the year 1974 
amounted to $63,201,000 as compared 
to $48,351,000 in the previous year. Net 
earnings before extraordinary items 
amounted to $1,484,000 for 1974, or 
$3.74 per share, as compared to 


$1,574,000, or $3.96 per share, in 1973. 


After inclusion of the extraordinary items, 


principally the excess of the fire insur- ~ 


ance proceeds over the net book value of 
property destroyed, of $6,323,500, the 
earnings for 1974 amounted to 
$7,834,000, or $19.72 per share. 


Dividends of 80¢ per share were declared 
in 1974. 


The consolidated retained earnings at 
December 31, 1974 amounted to 
$19,454,000 as compared to $11,940,000 
at the end of the previous year. Payments 
aggregating $500,000 were made in 1974 
to the Sinking Fund for the 8%% Series 
“A” Debentures. Working capital as at 
December 31, 1974 amounted to 
$16,440,000 as compared to a restated 
$12,576,000 for December 31, 1973. 


The fire claim, including loss of profits 
recovery, was settled late in the year in 
the amount of $19,213,000 and has been 
paid by the insurance company. The 
portion attributed to loss of profits is 
included in the Earnings Statement. Insur- 
ance was carried on replacement value 
and the amount recovered in excess of 
net book value of property destroyed has 
been treated as an extraordinary item in 
that statement. 


The heavy demand for the Company’s 
products was sharply reduced in the 
second half of the year, reflecting world- 
wide economic conditions. The high selling 
prices which prevailed have subsided as 
raw cotton prices have fallen considerably 
and the market has become very compet- 
itive as supply now exceeds demand. 
Production was cut back in the fourth 
quarter and this reduced level of activity, 
together with the necessary inventory 
disposals and write-downs, had a marked 
effect on thes operating results of that 
quarter. 


In common with industry generally, we 
were affected by the labour unrest asso- 
ciated with the rapidly increasing cost of 
living. Despite two voluntary wage in- 
creases, we experienced illegal work stop- 
pages and serious slowdowns. Our 
rebuilding program suffered delays due to 
the labour climate in the Province of 
Quebec’s construction industry. 


The senior officials of the Company have 
spent considerable time in appearances 
before the Textile and Clothing Board 
and other Government officials. The 
Company has pointed out that the actions 
of the Federal Government were such 
that while they made provision for pro- 
hibiting serious injury or damage once it 
was proven, they did little to indicate a 
future position that would allow a com- 
pany to plan ahead with confidence. Since 
the onset of the recession, countries world- 
wide, including the U.S.A., have seen fit 
to offer goods in Canada at prices which 
are highly disruptive. Your Company and 
the industry have advocated that these 
products from low-cost sources or other 
sources where they are “dumped” should 
be restrained in order that the Canadian 
industry will be able to maintain a level 
of activity that will enable it to remain 
viable and to pay wages and salaries 
demanded by the Canadian standard of 


living. This problem is more severe in 
Canada than any other developed country 
and there is provision in the International 
Textile Arrangement for curtailment of 
disruptive imports. It might appear that 
the consumer is saving by having access 
to these imports but the degree of saving 
is minor relative to the unseen cost that 
the consumer absorbs through a disrupted 
economy. The industry has urged the 
Federal Government to utilize to the 
fullest existing legislation which makes 
provision for counteracting disruptive im- 
ports more so in this present period of 
recession when Canadians could be em- 
ployed rather than Non-Canadians. 


Capital expenditures in the year 1974 
amounted to $6,388,000 and for the most 
part were fire related. With the exception 
of one of the two finishing ranges which 
is still in the process of being installed, 
the Converting division has been rebuilt 
and the equipment installed therein is 
Operational and running very well. The 
new building to house the Sewing depart- 
ment and the warehouse for finished 
goods is almost complete. By mid year 
the move from temporary quarters will 
have occurred and the second finishing 
range shall be completed. By this time, or 
twenty-seven months after the fire, the 
Company will have available to it a modern 
and up-to-date Converting facility. Capital 
expenditures in 1975 will be kept to a 
minimum. 


The present outlook is poor. Conditions / 


in the industry have worsened. The share 
of the Canadian market available to 
Canadian mills is deteriorating due to the 
high level of imports from all sources. 
During the period of high activity, the 
Government saw fit to relax restraints on 
disruptive imports and it now appears 
that they are hesitant to vigorously apply 
these restraints during the period when 
they are most needed for the benefit of 
the Canadian industry. 


| 


The labour agreements covering all mills 
expire in 1975 and negotiations for the 
agreement covering the Trois-Riviéres em- 
ployees are presently under way. The 
outcome is uncertain. The continuing 
inflation places a heavy burden on both 
the Company and the employees. Any 


change in labour cost, not recovered by } 


productivity will mean that the Canadian 
wages will exceed those of our largest 
competitors, mills of the U.S.A., whose 
products are entering Canada at an ever 
increasing rate as a result of the recession 
in that country. We are concerned that 


competition, both domestically and in the 
world markets. 


Canadian products will be priced out of | 


Despite the disruption of the Wabasso 
Europe B.V. operations occasioned by the 
fire in Canada and a fire which spread into 
their premises, that Company has shown 
improved earnings in 1974 and is now 
taking from Canada for distribution in 
Europe a substantial yardage of bedding 
products. Presently, they too are affected 
by the high competitive nature of world- 
wide activities. 


Earnings of Woods Bag & Canvas Co. Ltd. 
have continued to improve and it is hoped 
the camping market will not be as severely 
affected as other industries during the 
present recession. A review of the pro- 
ductive facilities was made and in order 


to acquire more space, new facilities were © 


leased, coupled with a rearrangement of 
some departments in the existing plants. 


On the 29th of January we were saddened 
by the sudden death of Mr. E.R. 
Alexander, a Director since 1970. Mr. 
Alexander served both as a Director and a 
member of the Executive Committee and 
his interest and good judgment will be 
greatly missed. 


The Directors express their gratitude to 
the employees of the Company for again 
coping with difficult conditions in a loyal 
and co-operative manner. 


On behalf of the Board of Directors 


HeROwGRAC IEE 
Chairman and President. 
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CONSOLIDATED 


BALANCE 
SHEET 


as at December 31, 1974 
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Assets 
CURRENT ASSETS 


Accounts recelVablet tae men eater es teers Rane 
Income taxes recoverable (Note 2).................... 
lnventories(Note S)t sate ce ee ie eee 
MECCA IG OM) INSWRIMGS GAIAMS acuonccoconavcooneccncc 
UnexpinediinsUrancesprepalditaXxeSmaea rien a einen 


(GO WISRININNEINTT GRYANGT 2nco600ncacacceonacebtouse 
US IWAESTUIMIEINNESEIEGOSE . conadsmonoeebooeesuoosonenae 


FIXED ASSETS (Note 4) 
Land, buildings, plant and equipment at cost ........... 
/ NeW Ueneel CAAA snancossnoheomsonoboonye 


GOODWIELD PATENTS ANDSPROCESSES sense eae 


SIGNED ON BEHALF OF THE BOARD: 


H. Roy Crabtree, Director 


Bernard S. Saunders, Director 


1974 1973 
$ 56,478 $ 199,066 
9,085,077 8,991,358 

266,217 = 

19,767,399 18,887,845 
= 2,664,636 
350,800 279,528 
29,525,971 31,022,433 
= 252,834 
ae 357,414 
46,848,279 40,773,327 
28,566,536 27,276,204 
18,281,743 13,497,123 
2 2 
18,281,745 13,497,125 
$47,807,716 $45,129,806 


Liabilities 


CURRENT LIABILITIES 


Baniwimaeptedness.(Note 5). 5.0. sch wea sc be obs oe we 
Accounts payable and accrued charges .............. 
icomentaxes a Vialleasaa genaaista ate a cncie suse ca chen ees 
Dividendsypavabless -. 2 ae ce siete na nie dante aaa 
Current portion of long term debt.................. 


LONG TERM DEBT (Note 6) 


Semmes WIN BY CSCS ao good oa ns oemnoauoces saor 


Notes payable maturing up to 1977 in instalments, 


AtelnbenestaracesstOn/vocomuse pel serena) erie ele ence: 


CUnirenigponuonmncluGdedbabovem aie eee ore 


DeReRbeED INCOMESTAXES «5, <n cto etic oe ee 


Shareholders’ Equity 
CAPITAL STOCK 
Authorized 


525,000 common shares without nominal or par value 


Issued 


SISTA WARES GENRES ss Paty ty MERCER OPE OER hs Soke ae et oe nie 
RIESERIVIES peer et eats eS SEE Ti ey A Sah ti as 
RUE TZANINIEID) (S/NRINUINIGS . cca ndaccuocuosasvbados 


1974 


$ 7,342,000 
4,552,309 
316,923 
99,800 
775,143 


13,086,175 


9,500,000 


575,752 


10,075,752 


775,143 


9,300,609 
1,300,000 


2,666,768 
2,000,000 
19,454,164 


24,120,932 
$47,807,716 


PEI 


$12,605,000 
4,809,125 
247,400 


785,271 
18,446,796 


10,000,000 


861,023 


10,861,023 
785,271 


10,075,752 


2,666,768 
2,000,000 


11,940,490 


16,607,258 


$45,129,806 


0 LIMITED 


CONSOLIDATED 
STATEMENT 

OF EARNINGS 
For the year ended 
December 31, 1974 


AND SUBSIDIARY COMPANIES 


1974 1973 
Salesis is nceseh. piece eae eee eo re er ea $63,200,963 $48,351,497 
OPERATING EXPENSES 
Manufacturing, selling and administrative costs .......... 56,893,247 42,142,318 
interest onslome ihe rnnncle bitermeemisi ren erie neem wear 889 443 910,564 
Interest othettee ae er ee ee eae 1,449 682 954,476 
Depreciation: dss Meee eee ee eyo a Fao ee 1,501,269 13424163 
60,733,641 45,349,521 

Operating profit before taxes 

(including recovery under loss 

OH ferrous Insuiermee)) (IN@US 4). conosco oc oansacaewoe 2,467,322 3,001,976 
LAGCOMIG: EAXES Sa rere ee hen rat oe eee tha a ee 1,039,158 1,454,715 
OS RYAN, PROUEUT 2acceaccdeeaaeasscdaauccanaac 1,428,164 1,547,261 
LAVESEMEeN tu NCONIG me eee ee ea en aca ere ee eee a 55,450 26,272 
EARNINGS BEFORE EXTRAORDINARY ITEMS...... 1,483,614 1,573,533 
EXTRAORDINARWAIE NSE (INOten7)) n= sae 6,350,116 — 
NEMEARININGSs © Rip Em ya $ 7,833,730 S 1,.573:533 
EARNINGS PER COMMON SHARE 

Earnings before extraordinary items $ 3.74 $ 3.96 

Net earnings for the year $ 19.72 §$ 3.96 


CONSOLIDATED 
STATEMENT 

OF RETAINED 
EARNINGS 

For the year ended 
December 31, 1974 


CONSOLIDATED 
STATEMENT 

OF CHANGES IN 
FINANCIAL 
POSITION 

For the year ended 
December 31, 1974 


BAEANCE- AT BEGINNING ORGY EAR) ogee ceneeeee o 


Net earnings for the year 


Source of Funds 


From operations 


Earnings for the year before extraordinary items......... 


Depreciationjess serene 


Deferred income taxes 


Sale of investments ........ 
Salerotsl anGeenae ene eee 


Excess of fire insurance proceeds over 
the net book value of property destroyed............ 
Net book value of fixed assets destroyed in fire.......... 


Saleiotuixedlassets mewacierae 
Government grant ances 


Application of Funds 
Additions to fixed assets 
Reduction of debentures 
Reduction in notes payable 
DIVidenUSseee perry aes ener 


INCREASE: IN WORKING CAPITAL joann 25.26. 


Working capital at beginning of year 


WORKING CAPITAL AT END OF YEAR) suc cca tins on 


1974 


$11,940,490 


7,833,730 


19,774,220 
320,056 


$19,454,164 


1974 


$ 1,483,614 


19738 


$10,369,375 


1,073,053 


11,942,908 
2,418 


$11,940,490 


1973 


S 1,573,533 


1,501,269 1,342,163 
763,000 1,096,000 
3,747,883 4,011,696 
581,225 = 
369,736 = 
6,323,500 = 
= 964,289 
72,077 41,444 
252,834 = 
11,347,255 5,017,429 
6,387,897 3,116,569 
500,000 500,000 
275,143 275,143 
320,056 2,418 
7,483,096 3,894,130 
3,864,159 1,123,299 
12,575,637 11,452,338 
$16,439,796 $12,575,637 


o 
LIMITED 


NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 

As at December 31, 
1974 


AND SUBSIDIARY COMPANIES 


1. SUMMARY OF ACCOUNTING POLICIES 


Consolidation 

All subsidiaries are fully consolidated. There is a minority interest in one subsidiary which is not 
significant in terms of the consolidated financial position or results of operations of the company and 
is therefore not separately disclosed. The minority interest is included in current liabilities and has 
been adjusted through the statement of earnings for the current year. 


Foreign Exchange 
Current assets and liabilities in foreign currencies are translated into Canadian dollars at the year end 
rate of exchange and revenues and expenses at the average rate for the year. 


Fixed Assets ; 
Land, buildings, plant and equipment are recorded at cost. On disposal, any gain or loss is normally 
included in the company’s revenues or expenses. 


Depreciation is provided on assets purchased prior to January 1, 1972 on the diminishing balance 
method and on assets purchased after January 1, 1972 on the straight line method. Depreciation rates 
are based on estimated useful life. 


Income Tax Provisions 

Deferred income taxes are provided on items included in the determination of consolidated net 
earnings irrespective of the timing of the recognition for tax purposes. Deferred taxes at December 
31, 1974 arise as a result of claiming capital cost allowances in excess of depreciation recorded for 
financial reporting purposes. 


Provisions have not been made for withholding taxes on undistributed income of foreign subsidiaries 
inasmuch as such income is being reinvested in foreign operations. 


2. INCOME TAXES RECOVERABLE 


A subsidiary company has received income tax assessments for the years 1970 and 1971. These 
assessments result from the disallowance of a terminal loss claimed on the sale of fixed assets to 
Wabasso Limited and are being contested by the subsidiary company. The outcome of these 
assessments will not have a materially adverse effect on the companies consolidated financial position. 
Income taxes recoverable represents the amounts paid in respect of these assessments and interest 
thereon. 


3. INVENTORIES —at the lower of cost, replacement cost or net realizable value 


1974 1973 
Raw materials and supplies $ 6,669,199 $ 8,638,927 
Work-in-process 5,744,409 5,167,347 
Finished goods 7,353,791 5,081,571 


$19,767,399 $18,887,845 


4. INSURANCE CLAIMS 


On March 21, 1973 part of the company’s plant in Trois-Rivieres was destroyed by fire. During 1974 
the company successfully settled insurance claims totalling $19,212,666, covering property damage, 
loss of profits and other insurable items. Approximately $450,000 of the amount received and 
recorded in 1974 related to operations of the year ended December 1973. 


Repair or replacement of fixed assets is substantially completed and it is estimated that an amount of 
$1,000,000 will be required over and above the proceeds of the insurance claim to complete the 
replacement. 


The excess of the proceeds of the claim related to replacement of fixed assets over the net book value 
of those assets has been included in the statement of earnings as an extraordinary item net of 
applicable income taxes. 


NOTES 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 

As at December 31, 
1974 


5. BANK INDEBTEDNESS 


Bank indebtedness is secured by assignment of accounts receivable and inventories under section 88 


of the Bank Act. 


6. LONG TERM DEBT 


The Series A debentures mature December 28, 1987 and are secured by a floating charge on all the 
assets of Wabasso Limited. The sinking fund requires instalments of $250,000 semi-annually from 
June 28, 1974 to maturity. The company may redeem outstanding debentures for sinking fund 
Purposes in addition to the semi-annual payments. The provisions of the trust indenture preclude the 


payment of dividends unless consolidated working capital exceeds $5,000,000. 


Repayment schedule of long term debt to 1980 is as follows: 


1976 1977 
Series A 
deben- 
tures $500,000 $500,000 
Notes 
payable 215,676 84,933 
$715,676 $584,933 


7. EXTRAORDINARY ITEMS 


Gain on sale of land 
Gain on sale of investments 
Excess of fire insurance proceeds over 
the net book value of property destroyed 


Income taxes thereon 


8. STATUTORY INFORMATION 


Number of directors 

Directors’ remuneration 

Number of officers and past officers 
Officers’ and past officers’ remuneration 


Number of officers who are also directors 


9. COMPARATIVE FIGURES 


1978 


$500,000 


$500,000 


1979 


$500,000 


$500,000 


1974 


12 

$ 25,250 
8 

$298,347 
2 


1980 


$500,000 


$500,000 


$ 339,805 
245,811 


6,323,500 


6,909,116 


559,000 


$6,350,116 


7s 


13 

$ 24,875 
8 

$273,833 
2 


Certain 1973 amounts have been reclassified to conform with the current presentation. 


Thorne 
Riddell 


« Co, CHARTERED ACCOUNTANTS 


AUDITORS! REPORT 


To the Shareholders 
Wabasso Limited 


We have examined the consolidated balance sheet of Wabasso 
Limited and subsidiary companies as at December 31, 1974 and the 
consolidated statements of earnings, retained earnings and changes 
in financial position for the year then ended. Our examination 
included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as au December Sil, 
1974 and the results of their operations and the changes in their 
financial position for the year then ended, in accordance with 
generally accepted accounting principles applied ones bacis 


consistent with that of the preceding year. 


Thayne keldll £ G - 


Montreal, Canada Chartered Accountants 
March 14, 1975 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 
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